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H-5089. 3

THI RD SUBSTI TUTE HOUSE BI LL 2939

State of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on

By House Committee on Capital Budget (originally sponsored by
Representatives G ant, Dunshee, Linville, Kessl er, Upt hegr ove,
Kilmer, Ericks, Hasegawa, P. Sullivan, Santos, Geen, Springer,
Conway, Sinpson and Hudgi ns)

READ FI RST TI ME 2/7/.

AN ACT Rel ating to creation of the energy freedom program anendi ng
RCW 82. 16. 020; adding a new chapter to Title 43 RCW creating a new
section; providing an effective date; and providing an expiration date.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature finds that:

(1) Washington's dependence on energy supplied from outside the
state and volatile energy markets makes our econony and citizens
vul nerabl e to unpredictable and hi gh energy prices;

(2) Washington's dependence on petroleumbased fuels increases
energy costs for citizens and busi nesses;

(3) Experts tell us that the global oil shortage will only worsen,
maki ng the three dollars per gallon gasoline of the sumrer of 2005 seem
af f or dabl e;

(4) Each year, citizens and businesses in Washington state spend
nine billion dollars on gasoline and diesel, with those funds drained
fromthe state econony;

(5) Diesel soot fromdiesel engines ranks as the highest toxic air
pol lutant in Washington, |eading to hundreds of premature deaths and
increasing rates of asthma and ot her |ung-rel ated di seases;
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(6) The wuse of biodiesel results in significantly less air
pol lution than traditional diesel fuels and can help our citizens and
busi nesses conserve energy;

(7) Inproper disposal and treatnment of organic waste fromfarns and
i vestock operations can have a significant negative inpact on water
qual i ty;

(8) Washi ngton has abundant supplies of organic wastes fromfarns
that can be used for energy production and abundant farm and where
crops could be grown to supplenent or supplant petrol eum based fuels;

(9) Instead of |eaving our econony at the mercy of gl obal events,
and the policies of foreign nations, Washington state should adopt a
policy of energy independence;

(10) The energy freedom programis neant to | ead Washi ngton state
t owar ds energy i ndependence;

(11) Producing nore energy here neans cleaner, renewable energy
that includes, but is not limted to, biofuels, solar power, and w nd
power ;

(12) The biofuels industry is a new and devel oping industry now
limted by the availability of capital for construction of facilities
for converting farmand forest products into energy and fuels; and

(13) For biofuels to be economcally viable in Washington, it wll
be necessary to grow dedicated crops, construct crushers near farns,
and build refineries to create fuel.

Therefore, the legislature finds it is in the public interest to
reduce Washi ngton's dependence on inported oil, expand renewabl e fue
production and use in Wshington, conserve energy, inprove use of
renewable energy and energy efficiency neasures, and pronote
sustainable rural economc developnent by creating new jobs and
stinmul ati ng busi ness and econom c activity in |local conmunities across

Washi ngt on.

To acconplish this, the energy freedom program is established to
stinulate strategic i nvest nment in facilities, i nfrastructure,
t echnol ogi es, and research and developnent that wll advance

Washi ngton's nove toward energy independence.

NEW SECTION. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.
(1) "Board" neans the energy freedom board.
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(2) "Departnment" neans the department of community, trade, and
econom ¢ devel opnent .

(3) "Political subdivision" neans any port district, county, city,
town, special purpose district, and any other nunicipal corporations or
quasi - muni ci pal corporations in the state.

NEW SECTION. Sec. 3. (1) The energy freedom board is created to
exercise the powers granted under this chapter.

(2) The board consists of thirteen nenbers as foll ows:

(a) One nenber shall be the director of the departnment of
agriculture or the director's designated representative;

(b) One nenber shall be the director of the departnment of
community, trade, and econom c devel opnent or the director's designated
representative fromthe departnent's energy policy division,

(c) Four of the nenbers shall be appointed as follows: Two nenbers
fromthe house of representatives commttee that has jurisdiction over
energy issues, one fromeach of the two maj or caucuses, to be appointed
by the speaker of the house of representatives; two nenbers from the
senate committee that has jurisdiction over energy issues, one from
each of the two maj or caucuses, to be appointed by the president of the
senate; and

(d) Seven of the nenbers shall be appointed by the governor: One
recogni zed expert in renewable energy; one representative from
Washi ngton State University; one Washington state grower; one producer
of alternative fuels; one public fleet manager; one public buildings
manager; and one sustai nabl e soci ety advocate.

(3) The nenbers appoi nted under subsection (2)(c) and (d) of this
section nmust initially be appointed to terns as follows: Three nenbers
for two-year terns, four nenbers for three-year terns, and four nenbers
for four-year terns which includes the chair. Thereafter, each
succeeding termis four years. Appointees nay be reappointed to serve
nore than one term

(4) The governor nust select one of the nenbers to serve as the
chair of the board. The nenbers of the board shall elect one of their
menbers to serve as vice chair.

(5) The departnment nust provide staff support to the board.

(6) Menbers of the board receive no conpensation but shall be
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reinbursed for travel expenses as provided in RCW 43.03.050 and
43. 03. 060.

NEW SECTION. Sec. 4. In addition to other applicable provisions
of law pertaining to conflicts of interest of public officials, no
board nmenber, appointive or otherw se, may participate in any decision
on any board contract in which the board nenber has any interests
direct or indirect, wiwth any entity that would be the recipient of any
aid under this chapter

NEW SECTION. Sec. 5. The board may:

(1) Accept fromany federal agency |oans or grants for the planning
or financing of any project and enter into agreenents with such an
agency concerning the | oans or grants;

(2) Accept any gifts, grants, or loan of funds, property, or
financial or other aid in any formfrom any other source on any terns
and conditions that are not in conflict wwth this chapter;

(3) Adopt rules under chapter 34.05 RCWas necessary to carry out
t he purposes of this chapter; and

(4) Perform all acts and functions as necessary or convenient to
carry out the powers expressly granted or inplied under this chapter.

NEW SECTION. Sec. 6. The board shall:

(1) Establish a conpetitive process to solicit proposals for and
prioritize project applications for potential funding;

(2) Adopt rules governing project eligibility and evaluation
criteria;

(3) Develop the prioritized list through open and public neetings;

(4) Establish performance neasures agai nst which the program wl |
be eval uat ed;

(5) Aggressively seek federal and other grant noneys;

(6) Report annually to the appropriate standing commttees of the
| egislature on the inplementation of this chapter. The report nust
include, but is not Ilimted to: Information on the nunber of
applications for financial assistance; the grant or | oan anount awarded
each project; a description of each project; the status of each funded
project, including the agricultural and environnental benefits of each
project, as well as the progress nmade by each project in creating jobs
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and novi ng towards energy i ndependence; the docunentation of nonstate
funds to be used for each project; and progress against perfornance
measures devel oped under this chapter. The first report nust be
submtted by Decenber 31, 2006, to conmttees in the house of
representatives and senate with jurisdiction over energy issues.

NEW SECTION. Sec. 7. (1) The board is authorized to nmake |ow
interest loans to political subdivisions of the state for the purposes
of assisting political subdivisions in financing the cost of new and
renewabl e energy and bi ofuel devel opnent projects and activities. A
grant may al so be authorized for purposes designated in this chapter,
but only when, and to the extent that, a loan is not reasonably
possi ble, given the [imted resources of the political subdivision and
the finding by the board that financial circunstances require grant
assi stance to enable the project to nove forward. Up to ten percent of
all financial assistance provided to political subdivisions by the
board may consist of grants. Political subdivisions applying for |oans
and grants shall identify nonstate matching funds available for the
project, and shall specify deliverables to be achieved by proposed
projects and activities, including evidence that the proposed project
will result in a positive net energy output, if applicable.

(2) Applications for |loans and grants nust be made in the form and
manner as the board may prescri be.

(3) The board nay provide financial assistance for the follow ng
types of projects and activities including, but not [imted to:

(a) Research and developnment of new and renewable energy and
bi of uel sources including but not limted to biomss and associ ated
bi of uel gases;

(b) Renewabl e energy and biofuel devel opnent infrastructure and
facilities;

(c) Research and devel opnent to develop narkets for alternative
fuel byproducts; and

(d) Loans for small commercial energy audits and retrofits.

(4) Applications mnust be prioritized based on the follow ng
criteria:

(a) The extent to which the project wll contribute to the
establ i shment of a viable bioenergy production capacity in Washi ngton;

(b) The benefits to Washington's agricultural producers;
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(c) The extent to which the project wll help conserve energy and
reduce dependence on petroleum fuels and inported energy, either
directly or indirectly;

(d) The extent to which the project will reduce air and water
pollution, either directly or indirectly;

(e) The nunmber and quality of jobs, as well as the economc
benefits, created by the project;

(f) The extent to which the investnment shows a direct link to
commercialization either by indirectly supporting the commercialization
of bioenergy intellectual property into a comrercialized project, or by
directly assisting in noving a commercially viable project into the
mar ket pl ace for use by WAshington state citizens; and

(g) The extent to which private funds have been | everaged.

(5) The board nay approve an application that results in | oans of

up to five mllion dollars. In no circunstances shall a | oan approved
under this section constitute nore than fifty percent of total project
f undi ng.

(6) Financial assistance awarded to political subdivisions is one
tinme only and nay not be used for ongoi ng operational expenses.

(7) Before any financial assistance application is approved, the
political subdivision nust denonstrate to the board that no other
tinely source of funding is available to it at costs reasonably simlar
to financing avail able fromthe board.

(8) A responsible official of the political subdivision nust be
present during board deliberations and provide information that the
board requests.

(9) The board may not approve an application if it fails to provide
for adequate reporting or disclosure of financial and enpl oynent data
to the board. The board may require an annual or other periodic audit
of the project books.

(10) The board may defer loan repaynent for up to twenty-four
months or until the projects start to receive revenue from operations,
whi chever is sooner.

(11) Upon receiving financial assistance, a political subdivision
must enter into appropriate contracts with any industry partners that
may be involved in the use of the facilities, infrastructure, or
equi pnent .
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(12) Upon witten notice to the political subdivision, the board
may suspend or cancel its loans or grants if any of the follow ng
occur:

(a) The political subdivision fails to make satisfactory and
reasonabl e progress to conplete the project, or the board concl udes the
political subdivision will be unable to conplete the project or any
portion of it; or

(b) The political subdivision or industry partners have mde
m srepresentations in any information furnished to the board in
connection wth the project.

(13) In the event that any portion of the [oan or grant has been
paid to the political subdivision under this section at the tine of
breach, or failure of the political subdivision to satisfactorily
perform the board may require that the full anount of the |oan or
grant, or a portion thereof, be repaid within a period specified by the
boar d.

(14) The board is authorized to award grants to Washi ngton public
research institutions for the purposes specified in subsection (3)(a)
and (c) of this section.

NEW SECTION. Sec. 8. The energy freedomaccount is created in the
state treasury. All receipts fromappropriations nade to the account,
proceeds from other | awful sources, and | oan paynents of principal and
interest derived from | oans made under this chapter nust be deposited
into the account. Moneys in the account nmay be spent only after
appropriation. Expenditures from the account may be used only for
| oans and grants to political subdivisions for renewable energy and
bi of uel devel opnent projects and activities authorized under this
chapter.

NEW SECTION. Sec. 9. In accordance with Article VIII, sections 5
and 7 of the state Constitution, the credit of the state and counti es,
cities, towns, and other nunicipal corporations shall not in any manner
be given or loaned to any individual, association, conpany, or
corporation in the admnistration of the grant and |oan program
established in this chapter.
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Sec. 10. RCW82.16.020 and 1996 ¢ 150 s 2 are each anended to read
as follows:

(1) There is levied and there shall be collected fromevery person
a tax for the act or privilege of engaging within this state in any one
or nore of the businesses herein nentioned. The tax shall be equal to
the gross incone of the business, multiplied by the rate set out after
t he busi ness, as foll ows:

(a) Express, sewerage collection, and tel egraph busi nesses: Three
and si x-tenths percent;

(b) Light and power business: Three and sixty-two one-hundredths
percent;

(c) Gas distribution business: Three and six-tenths percent;

(d) Urban transportation business: Six-tenths of one percent;

(e) Vessels wunder sixty-five feet in length, except tugboats,
operating upon the waters within the state: Six-tenths of one percent;

(f) Mdtor transportation, railroad, railroad car, and tugboat
busi nesses, and all public service businesses other than ones nenti oned
above: One and eight-tenths of one percent;

(g) Water distribution business: Four and seven-tenths percent.

(2) An additional tax is inposed equal to the rate specified in RCW
82.02.030 nultiplied by the tax payable under subsection (1) of this
section.

(3) Twenty percent of the noneys collected under subsection (1) of
this section on water distribution businesses and sixty percent of the
nmoneys collected under subsection (1) of this section on sewerage
col | ecti on busi nesses shall be deposited in the public works assistance
account created in RCW43. 155. 050.

(4) O anounts deposited into the general fund pursuant to
subsection (1) of this section, the legislature nmay authorize a
transfer of up to twenty-five mllion dollars for the fiscal year
ending June 30, 2006, into the energy freedom account created in
section 8 of this act.

NEW SECTION. Sec. 11. This act takes effect July 1, 2006.

NEW SECTION. Sec. 12. This act expires June 30, 2016.
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NEW SECTI ON.  Sec. 13. Any noneys in the energy freedom account on
June 30, 2016, and all paynents received after that date nust be
deposited in the state general fund.

NEW SECTION. Sec. 14. Sections 1 through 9 and 13 of this act
constitute a new chapter in Title 43 RCW

NEW SECTION. Sec. 15. If a transfer fromthe general fund to the
energy freedom account created in section 8 of this act for the
pur poses of this act, referencing this act by bill or chapter nunber,
is not provided by June 30, 2006, in the ommi bus appropriations act,
this act is null and void.

~-- END ---

p. 9 3SHB 2939



	Section 1.
	Section 2.
	Section 3.
	Section 4.
	Section 5.
	Section 6.
	Section 7.
	Section 8.
	Section 9.
	Section 10.
	Section 11.
	Section 12.
	Section 13.
	Section 14.
	Section 15.

